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Introduction
Despite regional convergence among Central and Eastern European (CEE) countries and between CEE and Western European countries, regional disparities within the CEE countries have increased considerably over the past years (e.g., Ezcurra et al., 2007; Niebuhr and Schlitte, 2009; RodriguezPose and Ezcurra, 2010; Kallioras and Petrakos, 2010; Parkinson and Meegan, 2013) . In the wake of EU enlargement, capital city regions started following different development trajectories and grew at a faster pace than the other regions in CEE countries (Dijkstra et al 2013) .
Several studies pointed to differences with respect to embeddedness in international networks and industrial restructuring as the driving forces behind regional disparities in the CEE countries (Heidenreich and Wunder, 2008; Chapman and Meliciani, 2011) . Although most CEE regions experienced productivity growth in manufacturing industries, the CEE capital city regions are converging at a faster rate due to their networked, service oriented economies (Dogaru et al., 2011) .
First, the CEE capital city regions are better embedded in international investment and trade networks than the other CEE cities and regions (Karreman, 2009; Bassens et al., 2010) . Foreign direct investment and trade allow regions to grow faster by providing the required funding for capital projects that create jobs, enabling the transfer of new technologies, improving the productivity and the ability of firms to produce new products, expanding the scale of production by reaching new markets, and integrating into global production sharing networks. In this view, Frenken and Hoekman (2006) found that European cities that operate in international trade networks are converging faster than regions that are mostly locally oriented.
Second, there is an important role for sectoral specialisation in explaining disparities (Mora, 2005; Chapman and Meliciani, 2011) . Within the CEE countries, capital city regions are characterised by large service sectors that have developed through good national and international accessibility, advanced technology, highly qualified labour and pre-existing administrative functions. Most of the other CEE regions are characterised by a low-skilled labour force and insufficient infrastructure, advanced technologies and regional innovation policies; they are also missing the minimum conditions to increase access to international business networks. Indeed, as Mora (2005) and Chapman and Meliciani (2011) argue, the economic profile of a region shapes its opportunities because some sectors offer better opportunities than others (e.g., the services sector has grown worldwide over the past decades, while manufacturing has declined), and the sectoral specialisations of regions do not change radically over time.
Yet, the competitive advantage of a region is not only dependent on the sectors present in the region but also on the type of activities it employs. As indicated by Chapman and Meliciani (2011) , the spatial concentration of white collar labour and headquarter functions in combination with a dynamic service sector can lead to self-enforcing mechanisms of economic development.
Furthermore, Duranton and Puga (2005) emphasised that the outsourcing and clustering of service functions in urban areas increases the importance of functional specialisation relative to sectoral specialisation on the regional level. Firms are more likely to locate high-end functions in metropolitan areas due to higher needs for face-to-face communication, skilled labour, and demand. At the same time, production plants and low-end service functions end up in rural areas and smaller cities due to factor cost considerations. Defever (2012) observed a similar pattern when examining the location of different business functions by multinational corporations (MNCs).
1 Accordingly, it is expected that the faster growing capital city regions not only receive more FDI overall (because they are better globally embedded) and relatively more FDI in high-end sectors but also target high-end services functions such as headquarters, research and development, and sales and marketing offices.
Nevertheless, the literature on regional development in the CEE countries emphasises the importance of sectoral specialisation while only limited attention has been paid to the functional division of labour among regions as a driver of regional disparities. and functions. In the remainder of this article, Section 2 introduces the data while Section 3 provides an overview of the empirical results. Section 4 discusses the findings and our conclusions.
Data
In this article, we focus on greenfield FDI in 49 NUTS-2 regions in 6 CEE countries (Poland, Czech
Republic, Slovakia, Hungary, Romania, and Bulgaria). Information on greenfield FDI comes from the Financial Times fDi Markets database. This project-level data was collected primarily from publicly available resources such as formal announcements by the media, financial information providers, industry organisations, and publications of companies. Overall, we have information on 7,284 investments made by 3,465 different MNCs in the 6 CEE countries between January 2003 and December 2010. 2 Most greenfield investments in the CEE countries originated from within the European Union and EFTA (71%) and North America (16%), and these were targeted at low-tech manufacturing (21%), medium-tech manufacturing (19%), and commercial services (17%). In terms of functions, most investments were made in production plants (43%), business, sales and marketing offices (23%) as well as building and construction (11%).
Building on Eurostat's taxonomy of metropolitan regions, the NUTS-2 regions were divided into one of the following four categories (Dijkstra, 2009 ; see Appendix A):
 Capital city regions: NUTS-2 regions that contain the capital city. In the 6 CEE countries, these capital city regions are also regarded as the regions that are best integrated into international markets (Fratesi, 2012) .
 Regions with a second-tier city: NUTS-2 regions that include at least one second-tier city. Secondtier cities are the largest cities in the country, excluding the capital. In the CEE countries, there is a maximum of 5 second-tier cities per country.
 Regions with a smaller city: NUTS-2 regions that include at least one larger urban zone of at least 250,000 inhabitants. These larger urban zones contain major cities and are adjacent travel-towork areas.
 Non-metropolitan regions: NUTS-2 regions without an urban zone of at least 250,000 inhabitants. 1 displays the large differences in level of development between the capital city regions and the other types of regions in the CEE countries; in all CEE countries, the capital city region had the highest GDP per capita in 2003. The most extreme case was Slovakia, in which the capital city region, Bratislava, had an average GDP per capita that was 2.5-3 times higher than in the other regions. The average annual growth rate of GDP per capita was also substantially higher in the capital city regions in the CEE countries (with exception of the Czech Republic). In Bulgaria, Romania, and Slovakia, the average annual growth rate (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) of the capital city regions was over two percentage points higher than the other regions. This indicates that regional disparities within the CEE countries have increased over the past decade. One reason for the persistence of these disparities might be the existence of a functional and sectoral division of labour among the different types of regions. Table 2 presents the number and distribution of greenfield investments in the CEE regions by broad sector and function (see Appendix B and C for the taxonomy). Compared to the other types of regions, the capital city regions received many greenfield investments in the higher-end services sectors (software & ICT, financial services, and commercial services) and in the headquarters, R&D, construction and business, sales and marketing functions. At the same time, capital city regions received relatively little greenfield investment in the low-and medium-tech manufacturing sectors and production plants. This strongly suggests the existence of a functional and sectoral division of labour within the regions of the CEE countries.
Empirical Model and Results
To formally test whether the economic structure of the region types indeed differs, we complement our descriptive statistics with the estimation of discrete choice models (Wrigley, 1985; Long, 1997) .
When applying a discrete choice model to analyse the FDI location decisions of MNCs, it is assumed that MNCs will choose to establish a subsidiary in the location that maximises their benefit. One of the most frequently used models to analyse location decisions is the multinomial logit model (MNL).
In a MNL model, the choice probabilities among a set of categorically distributed alternatives (in our case, the four types of regions) are simultaneously estimated. However, MNL assumes the independence of irrelevant alternatives (IIA), meaning that the addition or removal of a category should not affect the odds among the remaining alternatives. As a result, MNL estimation would only function well when alternatives are dissimilar (Cheng and Long, 2007) A common problem with the interpretation of MNL outcomes is the large number of coefficients that has to be taken into account. To facilitate interpretation, odds-ratio plots are used to display the results (Long and Freese, 2006) . Figure 1 sector is more likely to be located in that region. The distance between a pair of symbols indicates the magnitude of the effect, while a line between adjacent symbols shows that the difference between the two regions is not statistically significant (at the 5% level). Finally, it is important to take the base odds and the discrete changes in the odds into account. Note that an increase in the odds by a factor 10 has only a small impact when the current odds are 1 in 1000 and a large impact when the odds are 1 in 5. Therefore, the size of a symbol is proportional to the magnitude of the discrete change in the odds. The vertical spacing has no meaning and is only included to improve the legibility of the figure. Several conclusions can be drawn from Figure 1 . First, capital regions distinguish themselves by specialising in services sectors. Relative to the low-tech manufacturing sector, investments in natural resources, high-tech manufacturing, transport services, software and ICT, commercial services or financial services increase the odds that an MNC will locate its affiliate in one of the capital regions and not in one of the other types of regions. In addition, relative to the lowtech manufacturing sector, investment in one of the service sectors (except for financial services)
increases the odds that an MNC will invest in a region containing a second-tier city as compared to a region with a smaller city or a non-metropolitan region. These results provide some support for the observation that higher-order cities are relatively specialised in services. function with the lowest value-added production plants was chosen as the base category. Figure 2 reveals that investing in a function other than production plants increases the likelihood that an MNC will invest in a capital city region compared to one of the other types of regions. This partly provides an explanation for the persistence of regional disparities in the CEE countries. Furthermore, the figure shows less pronounced differences among the other types of regions. An MNC investing in a market-seeking function, in a business, sales and marketing office, or in a servicing and support unit instead of a production plant is more likely to locate the investment in a region with a second-tier city than in a region with a smaller city or non-metropolitan region. Unfortunately, based on our results, we cannot conclude whether the differences among the CEE regions presented are more pronounced for sectors or functions. Hence, we can only partly confirm the observation by Duranton and Puga (2005) that besides sectoral specialisation, functional specialisation also matters. 
Concluding Remarks
In this study, we examined the functional and sectoral division of labour among regions within CEE countries. The results indicate that capital city regions not only receive more greenfield FDI but also attract different types of investment in terms of sectors and functions. Because capital cities are more likely to host higher-order sectors and functions, this provides an explanation for the existing regional disparities within CEE countries. However, future research linking the sectoral and functional profile of a region to economic growth models is necessary to further test this hypothesis.
Our analysis of greenfield FDI has shown that the CEE regions have distinct competitive advantages and that some regions have better opportunities to grow than other regions. Although the convergence process of the CEE regions implies the diversification of their economies, sectoral and functional specialisations of regions do not tend to change drastically over time. Hence, this analysis is consistent with the recent EU Cohesion Policy that aims to support the economic activities in which a region has a lasting competitive advantage (Barca et al., 2012) . The specificity of a region depending on its agglomerative size, sectoral, investment and knowledge network and physical accessibility suggests that place-based development strategies may enhance future development.
Analyses among the regions of the same Member State depending on such peculiarities can contribute to our understanding of regional convergence. From our study, regional policies can be formulated in line with existent regional capabilities. Regional and local planning can be enhanced by better coordination of local actors, including foreign investors and local firms functionally related to these. At national level, governance can be enhanced by mapping and linking regional competitive advantages for balancing regional disparities. Increased inter-and intra-regional accessibility, openness of regional economies to trade networks, and a skilled labour force according to the regional economic specificity and development opportunities are some of the factors that contribute to the capitalization on regional competitive advantages.
